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The  liability  recognised  in  the  balance  sheet  in  respect  of  defined  baieTit  p^ision  ptans  is  the  present  value  of  the  defined  benefit  obligation  at 
the  end  of  the  reporting  period  less  the  fair  value  of  fterr  assets,  together  with  adjustments  for  unrecognised  past-service  costs.  The  defined 
benefit  obligation  is  calculated  annually  by  independent  actuaries  using  the  prc^asted  unit  credit  method.  The  present  value  of  the  defined  benefit 
obligation  is  determined  by  discounting  the  estimated  future  cash  outflows  using  interest  rates  of  high-quality  corporate  bonds  that  are 
denominated  in  the  currency  in  which  the  benefits  will  be  paid,  and  that  have  terms  te  maturity  approximating  to  the  terms  of  the  related  pension 
liability. 


Actuarial  gains  or  losses  are  accounted  for  using  the  "corridc^  method*.  Actuarial  gains  arxl  losses  are  eligible  for  recognition  in  the  Statement 
of  Financial  Performance  to  the  extent  that  they  exceed  10  per  cent  of  the  present  value  of  the  gross  defined  benefit  obligations  in  the  scheme  at 
the  end  of  the  previous  reporting  period.  Actuarial  gains  and  fosses  exceeding  10  perc^tare  spread  over  the  expected  average  remaining 
working  lives  of  the  employees  participating  in  the  scheme. 

Past-service  costs  are  recognised  immediately  in  income,  unless  the  changes  to  the  pension  plan  are  conditional  on  the  employees  remaining  in 
service  for  a specified  period  of  time  (the  vesting  period).  In  this  case,  the  past-service  costs  are  amortised  on  a straight-iine  basis  over  the 
vesting  period, 

14.  LEASES 

Lease  Classification 

Leases  are  classified  as  finance  leases  where  substantially  all  the  risks  and  rewards  associated  with  ownership  of  an  asset  are  transferred  to  the 

Leases  of  property,  plant  and  equipment,  in  which  a significant  portion  of  (he  risks  and  rewards  of  ownership  are  retained  by  the  lessor  are 
classified  as  operating  leases. 

14.  1 The  Municipality  as  Lessee 

Finance  leases 


Where  ^e  Municipality  enters  into  a finance  lease,  Property,  plant  and  equipment  or  Intangible  Assets  subject  to  finance  lease  agreements  are 
capitalised  at  amounts  equal  to  the  teir  value  of  the  (eased  asset  or,  if  lower,  the  present  value  of  the  minimum  lease  payments,  each  determined 
at  the  inception  of  the  lease.  Corresponding  liabilities  are  included  in  the  Statement  of  Financial  Position  as  Finance  Lease  Liabilities.  The 
corresponding  liabilities  are  initially  recognised  at  the  Inception  of  the  tease  and  are  measured  as  the  sum  of  the  minimum  lease  payments  due 
in  terms  of  the  lease  agreement,  discounted  for  the  effect  of  interest  In  disoxinting  the  lease  payments,  the  municipality  uses  the  interest  rate 
that  exactly  discounts  the  lease  payments  and  unguaranteed  residual  value  to  the  teir  v^ue  of  the  asset  plus  any  direct  costs  incurred.  Lease 
payments  are  allocated  between  the  lease  finance  cost  and  the  capital  r^yment  u^ng  the  effective  interest  rate  method.  Lease  finance  costs 
are  expensed  when  incurred. 

Subsequent  to  initial  recognition,  the  leased  assets  are  accounted  in  accordance  with  the  stated  accounting  policies  applicable  to  property, 
plant,  equipment  or  intangibles.  The  lease  liability  is  reduced  by  (he  lease  payments,  whidi  are  allocated  between  the  tease  finance  cost  and  the 
capital  repayment  using  the  effective  interest  rate  method.  Lease  finance  costs  are  expensed  when  incurred.  The  accounting  policies  relating  to 
derecognition  of  financial  instruments  are  applied  to  lease  payaUes.  The  lease  asset  is  depreciated  over  the  shorter  of  the  asset's  useful  life  or 
the  lease  term. 

Operating  leases 

The  municipality  recognises  operating  lease  rentals  as  an  expense  In  the  statement  of  finandal  performance  on  a straight-line  basis  over  the 
term  of  the  relevant  lease.  The  difference  between  the  amounts  recognised  as  an  expense  and  the  contractual  payments  are  recognised  as  an 
operating  lease  asset  or  liability 

14.  LEASES  (continued) 

14.  1 The  Municipality  as  Lessee  (continued) 

In  the  event  that  lease  incentives  are  received  to  enter  into  operating  leases,  sudi  incentives  are  recognised  as  a liability.  The  aggregate  benefit 
of  incentives  is  recognised  as  a reduction  of  rental  expense  on  a straight-iine  basis,  e)ffiept  wriiere  another  systematic  basis  is  more 
representative  of  the  time  pattern  in  which  economic  bwefits  from  the  leased  asset  are  consumed. 

14.2  The  Municipality  as  Lessor 


Amounts  due  from  lessees  under  finance  leases  or  instalment  sale  agreemente  are  recorded  as  receivables  at  the  amount  of  the  Municipality’s 
net  investment  in  the  leases.  Finance  lease  or  instalment  sale  income  is  allocated  to  accounfing  periods  so  as  to  reflect  a constant  periodic  rate 
of  return  on  the  Municipality’s  net  investment  outstanding  in  respect  of  the  leases  a instalment  sale  agreements. 


Operating  lease  rental  income  is  recognised  on  a straighl-line  basis  over  Bie  term  of  the  relevant  lease. 
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14.  3 Determining  whether  an  arrangement  contains  a lease 


At  inception  of  an  arrangement,  the  Municipality  determines  whether  such  an  arrangement  is  a contains  a lease.  A specific  asset  is  the  subject 
of  a lease  if  fulfilment  of  the  arrangement  is  dependent  on  the  use  of  that  specified  asset.  An  arrangement  conveys  the  right  to  use  the  asset  if 
the  arrangement  conveys  to  the  Municipality  the  right  to  controt  the  use  of  the  underlying  asset  At  inception  or  upon  reassessment  of  the 
arrangement,  the  Municipality  separates  payments  and  other  consideration  required  by  such  an  arrangement  into  those  for  the  lease  and  those 
for  other  elernents  on  the  basis  of  their  relative  fair  values.  If  the  Municipality  concludes  for  a finance  lease  that  it  is  impracticable  to  separate  the 
payments  reliably,  an  asset  and  a liability  are  recognised  at  an  amount  equal  to  the  fair  value  of  the  underlying  asset.  Subsequently  the  liability  is 
reduced  as  payments  are  made  and  an  imputed  finance  charge  on  the  liability  is  recognised  using  the  Municipality’s  incremental  borrowing  rate. 


3.  BORROWING  COSTS 


The  municipality  capitalises  borrowing  costs  incurred  that  are  directly  attributable  to  the  acqui^tion,  construction  or  production  of  a qualifying 
asset  as  part  of  the  cost  of  that  asset  only  when  the  commencement  date  fw  capitalisation  is  on  or  after  1 July  2008,  while  all  other  borrowing 
costs  incurred  (including  borrowing  cost  incurred  on  qualifying  assets  wtiere  the  commencement  date  for  capitalisation  is  prior  to  1 July  2008) 
are  recognised  as  an  expense  in  the  Statement  of  Financial  Performance  for  ttie  finandal  year  ending  30  June  201 1 in  accordance  with  the 
requirements  of  GRAP  5 and  ASB  Directive  4. 


It  is  considered  inappropriate  to  capitalise  borrowing  costs  where  the  link  between  the  funds  borrowed  and  the  capital  asset  acquired  cannot  be 
adequately  established  - the  munidpaiity  expenses  borrowing  costs  when  it  is  inappropriate  to  capitalise  it.  The  municipality  ceases  the 
capitalisation  of  borrowng  costs  when  substantially  all  the  aclivities  to  prepare  the  asset  for  its  intended  use  or  sale  are  complete. 

The  municipality  ceases  to  capitalise  borrowing  costs  when  substantially  all  the  activities  necassarry  to  prepare  the  qualifllyilng  assets  for  its 
intended  use  has  been  completed.  Where  the  construction  of  the  qualil^ng  asset  is  ccHnpteted  in  parts  and  each  part  is  capable  of  being  used 
while  construction  continues  on  other  parts,  the  entity  shall  cease  capitalising  bcxrowing  costs  when  It  completes  substantially  all  the  activities 
necessary  to  prepare  that  part. 

16  VALUE  ADDED  TAX 

The  Municipality  is  registered  with  SARS  for  VAT  on  toe  payments  basis,  in  accordance  with  Sect  5(2)(a)  of  the  Value-Added  Tax  Act  No  89  of 
1991. 

r.  UNAUTHORISED  EXPENDITURE 

Unauthorised  expenditure  is  expenditure  that  has  not  been  budgeted,  expenditure  that  is  not  in  terms  of  the  conditions  of  an  allocation  received 
from  another  sphere  of  government,  municipality  or  organ  of  state  and  expenditure  in  the  form  of  a grant  that  is  not  permitted  in  terms  of  the 
Municipal  Finance  Management  Act  (Act  No  56  of  2003).  Unauthorised  ejqsenditure  is  accounted  for  as  an  expense  in  the  Statement  of 
Financial  Performance.  If  the  expenditure  is  not  condoned  by  the  Crxjncil  it  is  treated  as  an  asset  until  it  is  recovered  or  written  off  as 
irrecoverable. 

18.  IRREGULAR  EXPENDITURE 


Irregular  expenditure  is  expenditure  that  is  contrary  to  the  Municipal  Finance  ManagementAct(Act  No  56  of  2003),  the  Municipal  Systems  Act 
(Act  No  32  of  2000),  the  Public  Office  Bearers  Act  (Act  No  20  of  1998)  or  is  in  corrtravention  of  the  Municipality's  or  Municipal  Entities’  supply 
chain  management  policies.  Irregular  expenditure  exdudes  unauthorised  expenditure.  Unautoorised  expenditure  is  accounted  for  as  an  expense 
in  the  Statement  of  Financial  Performance.  If  the  expenditure  is  not  condoned  by  the  Coundl  it  is  treated  as  an  asset  until  it  is  recovered  or 
written  off  as  irrecoverable. 

19.  FRUITLESS  AND  WASTEFUL  EXPENDITURE 


Fruitless  and  wasteful  expenditure  is  expenditure  that  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been  exercised. 
Fruitless  and  wasteful  expenditure  is  accounted  for  as  expenditure  in  the  Statement  of  Rnand^  Performance.  If  the  expenditure  is  not  condoned 
by  the  Council  it  is  treated  as  an  asset  until  it  is  recovered  or  written  off  as  inecoverable. 
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20.  CHANGES  IN  ACCOUNTING  POLICIES,  ESTIMATES  AND  ERRORS 


Changes  in  accounting  policies  that  are  effected  by  management  have  been  applied  retrospectively  in  accordance  with  GRAP  3 requirements, 
except  to  the  extent  that  it  is  impracticable  to  determine  the  pwicd-spedfic  effects  or  the  cumulative  effect  of  the  change  in  policy.  In  such  cases 
the  municipality  shall  restate  the  opening  balances  of  assets.  liaKlilies  and  net  assets  for  «ie  earliest  period  for  which  retrospective  restatement 
is  practicable. 

Changes  in  accounting  estimates  are  applied  prospectively  in  accordarv»  witti  GRAP  3 requirements.  Details  of  changes  In  estimates  are 
disclosed  in  the  notes  to  the  annual  financial  statements  wrfrere  apj^icable. 


Correction  of  errors  is  applied  retrospectively  in  the  period  in  which  the  error  has  occurred  in  accordance  with  GRAP  3 requirements,  except  to 
the  extent  that  it  is  impracticable  to  determine  the  period-^cific  effects  or  the  cumulative  effect  of  the  error.  In  such  cases  the  municipality  shall 
restate  the  opening  balances  of  assets,  liabilities  and  net  assets  for  the  earliest  period  for  whk*  retrospective  restatement  is  practicable.  Refer 
to  Note  35  to  the  Annual  Financial  Statements  for  details  of  corrections  of  errors  recorded  during  the  period  under  review. 

21.  RELATED  PARTIES 

Individuals  as  well  as  their  close  fomily  members,  and/or  ^titles  are  related  parties  if  one  party  has  the  ability,  directly  or  Indirectly,  to  control  or 
jointly  control  the  other  party  or  exercise  significant  influence  over  the  other  party  in  making  financial  and/or  operating  decisions.  Key 
management  personnel  Is  defined  as  ttie  Municipal  Manager,  Chief  FinatKial  Officer  and  all  other  managers  reporting  directly  to  the  Municipal 
Manager  or  as  designated  by  the  Munidpal  Manager. 

22.  EVENTS  AFTER  THE  REPORTING  DATE 

Events  after  the  reporting  date  that  are  classified  as  adjusting  events  have  been  accounted  for  in  the  Annual  Financial  Statements.  The  events 
after  the  reporting  date  that  are  classified  as  non-adjusting  events  after  the  reporting  date  have  been  disclosed  in  the  notes  to  the  Annual 
Financial  Statements. 

23.  FOREIGN  CURRENCIES 

Transactions  in  foreign  currencies  are  initially  recorded  at  the  prevailir>g  exchange  rate  on  the  dates  of  the  transactions. 

Monetary  assets  and  liabilities  denominated  in  such  for^n  currencies  are  retranslated  at  the  rates  prevailing  at  the 
reporting  date.  Exchange  differences  are  included  in  the  Statement  of  Finarwial  Performance. 

24.  COMPARATIVE  INFORMATION 
24.  1 Current  year  comparatives: 

Budgeted  amounts  have,  in  accordance  with  GRAP  1 , been  [wovided  to  these  finandal  statements  and  forms  part  of  the  Annual  Financial 
Statements. 

24.  2 Prior  year  comparatives 

When  the  presentation  or  classification  of  items  in  the  Annual  Financial  Statements  is  amended,  prior  period  comparative  amounts  are 
reclassified.  The  nature  and  reasons  for  the  reclassification  are  disclosed. 

25.  CONTINGENT  ASSETS  AND  CONTINGENT  LIABILITIES 


Contingent  liabilities  represent  a possible  obligation  that  arises  from  past  evwits  and  whose  existence  will  be  confirmed  only  by  an  occurrence  or 
non-occurrence  of  one  or  more  uncertain  future  events  not  whdly  within  the  contrd  of  the  enSty. 

A contingent  liability  can  also  arise  as  a result  of  a present  obligation  that  arises  from  past  events  but  which  is  not  recognised  as  a liability  either 
because  it  is  not  probable  that  an  outflow  of  resources  embodying  economic  benefits  will  be  required  to  settle  the  obligation  or  the  amount  of  the 
obligation  cannot  be  measured  with  sufficient  reliability. 

Contingent  assets  represent  possible  assets  that  arise  frran  past  events  and  whose  ewslence  will  be  confirmed  only  by  an  occurrence  or  non- 
occurrence of  one  or  more  uncertain  future  events  not  wholly  vrithin  the  OMitrol  of  the  entity. 

Contingent  assets  and  contingent  liabilities  are  not  recognised.  Contingencies  are  disdosed  in  the  notes  to  the  annual  financial  statements. 
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26.  TREATMENT  OF  ADMINISTRATION  AND  OTHER  OVERHEAD  EXPENDS 

The  costs  of  internal  support  services  are  transferred  to  the  various  services  and  departmente  to  whom  resources  are  made  available. 

27.  CAPITAL  COMMITMENTS 

Items  are  classified  as  commitments  where  the  Municipality  commits  itself  to  future  transactions  that  will  normally  result  in  the  outflow  of 
resources. 

Capita!  commitments  are  not  recognised  in  the  statement  of  financial  position  as  a tiabilify  but  are  included  in  the  disclosure  notes  in  the 
following  cases: 

- Approved  and  contracted  commitments,  where  the  expenditure  has  been  apiwoved  and  the  contract  has  been  awarded  at  the  reporting  date, 
where  disclosure  is  required  by  a spesific  standard  of  GRAP. 


Ba-Phaiaborwa  Local  Municipality 

NOTES  TO  THE  FINANCIAL  STATEMENTS  FOR  THE  YEAR  ENDED  30  June  201 1 


2011  2010 

R R 


1.  GENERAL  INFORMATION 

Ba-Ptialaborwa  Munidpalify  (the  munldpatity)  is  a local  gowemmert  hstibdion  in  the  MtDpani  District,  Limpopo.  The  addresses  of  its 
registered  office  and  principal  piace  of  buswtess  »e  disclosed  under  "Genera  Infoimafion"  irwiuded  in  the  Annuai  Financiai  Statements  and 
in  the  introduction  and  overview  of  the  Annual  Report  The  princ^l  adivities  of  the  munidp^ify  are  disclosed  in  the  Annuai  Report  and  are 
prescribed  by  The  Constitution. 


2 INVENTORY 


Consumable  Stores  - at  cost 

6,549,340 

5,839,352 

Total  Inventory 

Inventory  has  been  restated.  Refer  to  Note  35.2  on  "Correctirm  of  Error"  for  details  of  the 

Inventories  are  held  for  own  use  Mvith  the  resiJt  that  r»  vwile  dowrrs  of  Inverttory  to  Net 
Realisable  Value  were  required. 

6.549,340 

5,839,352 

TRADE  RECEIVABLES  FROM  EXCHANGE  TRANSACTIONS 

Gross 

Provision  for 

Net 

As  at  30  June  2011 

Balances 

Impairment 

Balances 

Service  Debtors: 

121,625,032 

92,416,304 

29,208,727 

District  Municlapallty 

- 

- 

VAT  Receivable 

9,114,839 

- 

9,114,839 

Total  Consumer  Debtors 

130.739.870.46 

92,416,304.36 

36.323.566.10 

Gross 

Provision  for 

Net 

As  at  30  June  2010 

Balances 

Impairment 

Balances 

Service  Debtors: 

134,057,356 

75.448,002 

68,609,354 

District  Municiapalily 

66,316,520 

66,316,520 

VAT  Receivable 

7,378,447 

7,378,447 

Total  Consumer  Debtors 

207.752.323 

75.448.002 

132,304,320 

3.1  Ageing  of  Consumer  Debtors 


As  at  30  June  2011 


Service  Debtors 

Less  Provision  for  Impairment 

Total 


VAT  Receivable 

Less  Provision  for  Impairment 

Total 


8,698,867 6,883,639  6.780.474  4,967,091  4,876,656  29,208,727 


Current: 

Past  Due; 

Total 

0 -30  days 

31-60Davs  Il61-900avs  lj91-120Days  ||+120Davs 

6,701,178 

2.311 

6,887,766  6,786,613  4,979,024  97,270,459 

4117  SIM  11  933  92.391.803 

121,625,032 

92,416.304 

5,698.867 

6.883.639  6.780.474  4.967.091  4.878.656 

29,208,727 

- 

- 

- 

As  at  30  June  2010 

Service  Debtors 

Less  Provision  for  lmpairmer)i 

Total 

VAT  Receivable 

Less  Provision  for  Impairment 

Total 


Current: 

Past  Due: 

0 -30  days 

31-60Davs  ||61-90Davs  ||91-120Days  ||+12DDays 

40,167 

4,424,934  4,529,025  1,781,977  123,281,256 

7 049  3.489  13.345  75.429.120 

40.167 

4,422.885  4.525.536  1,768,633  47.852.136 

7,027,874 

- 

7.027.874 

. 

7.068.040 4,422,885  4,525,536  1.768,633  47,852,136 


Total 


134,057,359 

75,448,002 

58,609,357 


7,027,874 


7,027,874 


65,637,230 
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3.2  Summary  of  Debtors  by  Customer  Classification 


As  at  30  June  2011 

Current: 

Q - 30  days 
Past  Due: 

31  - 60  Days 
61  - 90  Days 
+ 90  Days 
+ 120  Days 
Sub-tolal 

Less:  Provision  for  Impairment 

Total  Debtors  by  Customer  Classification 

As  at  30  June  2010 

Current: 

0-30  days 

31  -60  Days 
61  -90  Days 
+ 90  Days 
+ 120  Days 
Sub-total 

Less:  Provision  for  Impairment 

Total  Debtors  by  Customer  Classincation 


2011 

2010 

R 

R 

Household 

Industrial/ 

National  and 
Provincial 

Total 

R 

Commercial 

R 

Government 

R 

R 

4,764,136 

530,471 

406,571 

5,701,178 

5,718,179 

947,706 

221,871 

6,687.756 

4.738.395 

1,840,342 

207,877 

6,786,613 

4,061,798 

740,621 

1 76.605 

4,979,024 

94.201.931 

3.853.570 

<785,0421 

97  270.459 

113,484,439 

7.912,710 

227,683 

121,625,032 

84017.143 

8.399.161 

- 

97  416  304 

29.467,296 

(486,4521 

227.883 

29.208,727 

- 

40.167 

- 

40,167 

3,160,005 

1,087,640 

177,289 

4,424,934 

3,192,851 

708,255 

627,919 

4,529,026 

858,554 

698,858 

224,564 

1,781,977 

114  303  446 

6800.300 

Z177.511 

123.281.258 

121.514.857 

9,335,220 

3,207,282 

134,057,359 

71  537  233 

3910.770 

. 

75.448.002 

49.977.625 

5.424.450 

3.207,262 

58,609.367 

3.3  Reconciliation  of  the  Provision  for  Impairment 

Balance  at  beginning  of  year 
Impairment  Losses  recognised 
Impairment  Losses  reversed 
Amounts  written  off  as  uncollectable 
Amounts  recovered 

Balance  at  end  of  year 


2011  2010 

R R 


75.448,002 

16,968,302 


64,846,062 

10,601,940 


92,416,304 


75.448.002 


The  management  of  the  munidpalily  is  of  ttre  o^rson  foal  Ihe  caryhig  value  of  Consumer 
Debtors  approximate  their  fair  values. 

In  determining  the  recoverability  of  a Conswner  Debtor,  Ihe  murscipalily  considers  any  change  in 
the  wedit  quality  of  the  Consumer  Debtor  from  the  date  cretSt  was  initially  granted  up  to  foe 
reporting  date.  Further  more  the  munic^ality  has  rfso  placed  a strong  emphasis  on  veri^ng  foe 
indigent  status  of  consumers.  TTie  concentration  of  cretf  I risk  is  lirrwted  due  to  the  customer  base 
being  spread  over  a large  number  of  consuners,  and  is  not  cwicenlrated  in  any  particular  sector 
or  geographical  area.  Accordingly,  the  management  believe  lhal  there  is  no  hither  credit 
provision  required  in  excess  of  the  Prowsion  lor  Impairraenl. 

Provision  for  impairment  of  Consigner  Debtors  has  been  made  for  all  consumer  balances 
outstanding  based  on  the  payment  ratio  over  12  mailhs  per  service  type. 

Included  in  the  Provision  for  Impairment  are  iidvidually  snpaired  Consuner  Debtors  wifo  a 
balance  of  R6, 952,157.96  (2010:  R7 ,279,447.37).  The  imparment  recognised  represents  Ihe 
difference  between  the  carrying  amount  of  these  Consumer  Debtors  and  the  present  value  to  be 
No  provision  has  been  made  in  respect  of  government  d^  as  these  amounts  are  considered  to 
be  fully  recoverable.  The  municipality  holds  collaleral  over  these  balances  in  foe  form  of 
Consumer  Deposits  / Guarantees,  w+wfo  are  nrt  covering  the  total  outslarirfing  debt  wid  vacar4 
property  respectively. 

In  determining  the  recoverability  of  a Rales  Assessment  Debtor  aid  aolher  receivables  from  nwi- 
exchange  transactions,  the  municipality  considers  any  charge  ki  the  credit  qu^ity  of  foe  Rates 
Assessment  Debtor  from  the  date  credit  was  iiHtally  parted  up  to  foe  reported  date.  The 
concentration  of  credit  risk  is  limited  due  to  the  customer  base  being  large  and  inflated. 
Accordingly,  foe  management  believe  that  there  Is  no  furfoa  credH  ixovision  required  in  excess 
of  the  Provision  for  Impairment. 

No  financial  assets  have  been  pledged  as  security  for  foe  borrowings. 

VAT  is  payable  on  Ihe  receipt  basis.  Only  wiee  payment  is  reveived  fran  debtors.  VAT  is  paid 
over  to  SARS. 

No  interest  is  payable  to  SARS  if  the  VAT  is  paid  over  t'meously,  but  ir^rest  for  late  payments  is 
charged  according  to  SARS  policies.  The  munidpality  has  financial  risk  policies  fci  place  to 
ensure  that  payments  are  affected  before  foe  due  date. 
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3.5  Derecognition  of  Financial  Assets 

During  the  year  the  municipality  no  Finaicial  ass^s  have  been  transferred  to  «^r  p»ties. 


TRADE  RECEIVABLES  FROM  NON-EXCHANGE  TRANSACTItWS 

2011 

2010 

R 

R 

Qi  inrfru  n^htnr^  1 

71,554  I I 

789,108  1 

OLJI  lUI  y L^wUlVI  3 * 

71,554 

789,108 

Less;  Provision  for  Impairment 

(71.554) 

- 

Total  Other  Debtors  _ 

^ = 

769.108 

The  total  amount  of  the  Provision  for  Inf^rairmwrt  created  is  R71.5S40  (2010;  RO)  and  the 

following  loans  and  receivables  are  included  therein: 

2011 

2010 

R 

R 

Sundry  Debtors 

71,554 

- 

Total  Provision  for  Impairment  on  trade  and  other 

receivables  from  non-exchange  transactions  ^ 

71.554 

' 

CASH  AND  CASH  EQUIVALENTS 

2011 

2010 

R 

R 

Cash  and  Cash  Equivalents 

6,444,392 

3,376,720 

Bank  Overdraft 

- 

(3,765,989) 

Total  Cash  and  Cash  Equivalents  _ 

5.444.392 

(409.269) 

For  the  purposes  of  the  Statement  of  Financial  Position  and  the  Cash  Flow  Statement.  Cash  and 
Cash  Equivalents  include  Cash-on-Hand,  Cash  in  Banks  and  Investments  In  Money  Market 
Instruments. 

6.1  Current  investment  Deposits 

2011 

2010 

R 

R 

Cell  Deposits 

3,622,074 

Notice  Deposits 

86,000 

43,429 

Total  Cuirent  Investment  Deposits  ^ 

3.610.074 

43.429 

Call  Deposits  are  Investments  with  a maturity  period  oS  less  than  3 months  and  earn  interest 
rates  varying  from  4 % to  9 % per  arviun. 

Notice  Deposits  are  investments  with  a maturity  period  of  less  than  12  months  and  earn  inleresl 
rates  varying  from  4 % to  9 % per  anrsjm. 

Deposits  of  R 3 610  074  (2009:  R 43  429)  are  ring-fenced  and  attributaWe  to  Unspent 
Conditional  Grants. 

The  Munidpality  has  the  following  bank  accojr^s: 

5.2  BankAccounts 

Primary  Bank  Account 

Cash  in  Bank 

2.832,195 

3,333,291 

Bank  Overdraft 

- 

(3,785,989) 

Total  BankAccounts  _ 

2.832.195 

(452.698) 

The  Municipality  has  the  following  bmk  accounts: 

Standard  Bank  Limited  - Phalaborwa  BraKh:  Aca»untNo.:  330451367 

Cash  book  balance  at  beginning  o(  year 

(452,698) 

8,875,834 

Cash  book  balance  at  end  of  year  _ 

2.832.195 

(452.698) 

Bank  statement  balance  at  beginning  of  year 

562,057 

8,875,834 

Bank  statement  balance  at  end  of  year  _ 

2.607236 

562  057 

Interest  on  overdrawn  current  accounts  are  ch^ged  at  ttie  banker's  (viine  rate  plus  two  percent 
per  annum.  Interest  is  earned  at  different  rates  per  amum  on  ^vow^e  balswes. 
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5.3  Cash  and  Cash  equrvalents 
Other  Cash  Equivalents 

Cash  on  hand  in  Cash  Floats,  Advances  and  Er^valenls 

The  management  of  the  municipality  is  of  the  that  ttia  canying  value  of  Bank  Balances. 

Cash  and  Cash  Equivalents  recorded  at  amortised  cost  h the  Annual  Financial  Slatemerts 
approximate  their  fair  values. 

The  fair  value  of  Bank  Balances.  Cash  and  Cash  Eqiiw^«its  was  detenrened  after  considering 
the  standard  terms  and  conditions  of  agreements  entered  into  b^ween  the  mmicipality  and 
financial  institutions. 


2011 

R 

2011 

R 

2,123 


2.123 
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6 PROPERTY,  PLANT  AND  EQUIPMENT 


30  June  2011 


Description 

Land 

and 

Buildinas 

bifra- 

slructure 

ComfiHHUty 

Heritage 

other 

Housing 

Development 

Fund 

Leased 

Infra- 

structure 

Total 

R 

R 

24D3Sa.5S9 

R 

R 

R 

18,272 

R 

?7  804  935 

- Comple(ed  Assets 

Under  Canstruction 

Cofreclion  of  error  (Note  33) 

Revaluation 

Accumulated  Impairment  Lasses 
Accumulated  Depreciation: 

- Cosf 

Reva/uatfon 

> ft  ' 

Itef—rnT? 

(gaa^-iH 

h "■ 

^8 

61143/ 054 

f31.S24.7131 

1 

(a  SS2  OBO) 
l9e,331.8SJi 

■■■VH 

liPlHi 

^r■>9  133 

9.158.149 

Acquisitions 

Borrowing  Costs  Capitalised 

Capital  under  Construotion  - Additions 

- Cosf 

- Borrowmg  Costs  Capitalised 

Increases  In  Revaluation 

Reversals  of  Impairment  Losses 
Depreciation: 

• Based  on  Cost 

- Based  on  Revaluation 

Carrying  value  of  Disposals: 

• Cost 

- Revaluation 

• Aeoumuialad  Impairment  Losses 

- Accumulated  Depredation 

• Based  on  Cosf 
- Based  on  Revaluation 



- 

9,168,149 

' 

■ivPRncnit' 

131.6/4.358) 

(6,415,488} 

. 

2.078.1 » 

Ml 

' < 

v~  - 

/8.707.rf0fll 

. 

Cost 

• Revaluation 

- Accumulated  Depreciation 

• Based  on  Cost 
- Based  on  Revaluation 

Decreases  In  RevaluaUon 

Impairment  Losses 

Capital  under  Constmclion  • Completed 
Other  Movements 

- Cost 

- Revaluation 

- Accumulated  Impainnenl  Losses 

- Accumulated  DepreclaUon 

Based  on  Cost 

Based  on  RevaluaSon 

Carrying  values  at  30  June  2011 

Cost 

- Compfefed  Assets 

- Under  Construction 

Revaluation 

Accumulated  Impairment  Losses 
Accumulated  Depreciation: 

Cost 

■ Revaluation 

Rwsanmm 

1 iwwiwThMnfnr 

iBBSSB^BaSSB 

EHMBSjfflaiHw 

- 

nHBnHBm 

■ 

\ i 

- 

. 

i 

1 

? 

■ 

ill  i 

233.562.377 

iim 

ihHh 

. 

783.270,210 

- 

IMH  im  1 

1— Iiilllin 

mm 

IHHH 

(85,024 

f17.O06.515 

HI 

mm 

11^ 

**  - 

r=MP-i 

' (f400B,3«i 
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6 PROPERTY.  PLANT  AND  EQUIPMENT  (Continued) 
30  June  2010 


Keconcmanon  ui  >^aiiyiiiy  vaiuc 


Description 


Land 

and 

Build  Inos 

Infra- 

structiffe 

Community 

Heritage 

Other 

Housing 

Development 

Fund 

Leased 

infra- 

structure 

Total 

R 

SS9.0S1.1B1 

R 

14.825.797 

R 

R 

R 

R 

592.222.68S 

16  687  18 

.IIOPJ.SJI 

608  07?  7:* 

606  072 /J9 

. 

*•  r*"  * 

fA684.124) 

' 

115,850.050) 

4,835,100 

As^r-' 

4.S3S,1W 

es  %»>  m 

- 

■ 

I-— --- 

ps-" 

' 

. 

. 

. 

. 

... 

\ 

. 

. 

^S^ll 

■ 

1 

!i«i 

• • 

- 

HHHiiiHi 

liHHlHMI 

IRHMMIRI 

l■■■||||■ll||| 

B 

- 

_ 

. 

- 

- 

- 

- 

• 

i. 

- 

. m 

648.748.642 

HMffl 

HHH 

. 

807,377,276 

»«««”■ 

i— BMaOBB 

ibb^^hhh 

IHKISsiBiiHS 

1 1 

1 

iMi 

- 

r9.5g2e60) 

- 

- 

226,394,150 

f31.924.713l 

M1.924.71.3) 

Carrying  values  at  01  July  2009 
Cost 

Comptsisd  Assets 
Under  Construction 
Correction  of  error  (Note  33) 

Revaluation 

Accumulated  Impairment  Losses 
Accumulated  Depreciation; 

Cosf 

Revaluation 
Acquisitiorts 

Borrovdng  Costs  Capitalised 
Capital  under  Construction  - Additions 
Cosf 

aorroiving  Costs  Cafulalised 
Increases  in  Revaluation 
Reversals  of  Impaimient  Losses 
Depreciation; 

Based  on  Cost 
Based  on  Revaluation 

Carrying  value  of  Disposals: 

• Cost 
Revaluation 

• Accumulated  Impairmerrt  Losses 

• Accumulated  Depreciation 

- 8ased  on  Cosf 

• Based  on  Revafvafion 

Carrying  value  of  Tranfers  to  Held-for-Sale: 

- Cost 

- RevaluaUon 

- Accumulated  Impairment  Losses 

- Accumulated  Depreciation 

• Based  on  Cost 

■ Based  on  Revaluation 

Decreases  in  Revaluation 
Impairment  Losses 

Capital  under  Construction  - Completed 
Other  Movements 
Cost 

Revaluation 

- Accumulated  Impairment  Losses 

- Accumulated  Depredation 

- Based  on  Cost 

- Based  on  Revaluation 

Carrying  values  at  30  June  2010 
Cost 

Completed  Assets 
Under  Construction 
Revaluation 

Accumulated  Impairment  Losses 
Accumulated  Depreciation: 

Cosf 

Revaluation  


6 PROPERTY,  PLANT  AND  EQUIPMENT  (Coittinued) 


Electrical  infrastructure  assets  were  valued  os  at  30  JuDC  201 1 osaig  the  dqncdalcd  iqilaceoKBlcosl  approadi. 

The  leased  property,  plant  and  equipment  is  secured  as  set  out  in  Nole  6.1 

Refer  to  Appendices  "B,  C and  E (2)"  for  mote  det^  on  Pioperiy,  Plait  and  Equpment,  nduting  those  in  Hie  rajurse  of  constnJction. 
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2011 

R 

6 PROPERTY,  PLANT  AND  EQUIPMENT  (Contmued) 

6.1  Assets  pledged  as  security; 

The  muniQpallty's  obligallons  under  Finance  Leases  (see  Note  15)  are  secured  by  Uie  lessors' 
title  to  the  leased  assets,  which  have  a c»fyng  arnoui^  oS  R2131  828 


6.2  Impairment  of  Properfy,  Plant  and  Equipment: 

Impairment  of  Property,  Plant  and  Equ^xnent  was  taken  into  consideration  by  the  consultants, 
BonanI  Chartered  Accountants,  duing  the  process  of  identifying  Property,  Plant  »id  Equipment 
and  included  in  the  Depreciated  Replacement  Cost  calculated  dmng  the  exerdse.  The  amounts 
for  Impairment  were  not  calculated  seperately  »td  therefore  no  impaired  values  are  disclosed. 


The  total  amount  of  R65  024  (2010;  RO)  cSsclosed  for  impairm»il  losses  on  Prc^tly.  Plant  and 
Equipment  Indudes  an  Individual  maleri^  amount  of  impairment  losses  ^3f^cable  to  a Water 
Services  Department  building  damaged  wtwi  a fire  broke  ouL  Cumulative  impairment  losses  for 
the  following  significant  account  balartces  are  irtduded  therein: 


Other  Assets:  Furniture  and  Rttings 
Other  Assets:  Office  Equipment 
Other  Assets;  Plant  and  Equipment 


Total  Impairment  of  Property,  Plant  and  Equipment 

Impairment  losses  on  Property,  Plwl  ar>d  Equipntent  exist  predontirtanlly  due  to  technological 
obsolescence  of  informatiOT  techndogy  equiimienL  The  remorrder  of  impaired  items  of 
Property,  Plant  and  EquipmerH  have  been  physically  damaged,  stolen  or  have  become  redurxlant 
and  idle. 


38,012 

2,961 

24,051 


2010 

R 


6.3  Revaluation  Surplus: 

The  Revaluation  Reserve  arises  on  the  revaluation  of  Lartd  and  Buildmgs.  Where  revalued  Land 
or  Buildings  are  sold,  the  portion  of  the  Revaluation  Reserve  that  relies  to  that  asset,  and  is 
efTectively  realised,  is  transferred  directly  to  Accumulated  Surplus. 

The  Revaluation  Surplus  is  reconciled  as  follows: 

Balance  at  beginning  of  year  699,404,553  699,404,553 

Surplus  / (Deficit)  realised  fnxn  Revaluation 
Depreciation  offset  to  Income  Stalemertt 


Balance  at  end  of  year  699.404,553  699,404,553 
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R R 

7 BIOLOGICAL  ASSETS 

The  Municipalities  Biological  assets  consist  of  Plants  kept  in  ttie  Munic^l  Nursery. 

The  movement  in  Biologic^  Assets  is  reconciled  as  follows: 

Nursery  Plants  Total 


Carrying  values  at  01  July  2010  132,414  132,414 


Cost/Fair  Value 

132,414 

132,414 

Accumulated  Depreciation 

- 

- 

Accumulated  Impairment  Losses 

- 

- 

Acquisitions  during  the  Year 

Gains  from  Changes  in  Fah’  Value 

186,195 

186,195 

Depreciation  during  the  Year 

- 

- 

Impairment  Losses  during  the  Year 

_ 

. 

Carrying  values  at  30  June  2011 

318,609 

318.609 

Cost 

318,609 

j 318,609 

Accumulated  Amortisation 

. 

. 

Accumulated  Impairment  Losses 

. 

I 

Nursery  Plants 

Total 

Carrying  values  at  01  July  2009 

132.414 

132.414 

Coat /Fair  Value 

132,414 

132,414 

Accumulated  Depreciation 

. 

. 

Accumulated  Impairment  Losses 

. 

. 

Acquisitions  during  the  Year 

Gains  from  Changes  inFairV^ue 

. 

Carrying  values  at  30  June  2010 

132,414 

132.414 

Cost 

132,414 

132,414 

Accumulated  Amorlis^ion 

. 

. 

Accumulated  Impairment  Losses 

- 

. 

At  30  June  2011  nursery  pl^ls  comprised  approximate  9325  Flowers,  Irees  and  1:^(5(2010: 5,361  hectares),  which  range  from  young 
plants  to  plants  that  are  S years  old.  During  the  year  the  Munidp^ily  planted  certain  plar^  in  the  community  for  beautification. 


All  of  the  munlcipelit/8  Blologicat  Assets  ere  held  under  freehold  interests  ^d  no  Biological  Assets  had  been  pledged  as  security  for  any 
liabilities  of  the  municipality. 

No  restrictions  apply  to  any  of  the  Biological  Assets  of  the  munidpalily. 
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R 

2011 

R 


2010 

R 

2010 

R 


7.1  Biological  Assets  carried  al  Fair  Value: 

The  municipality's  Biological  Assets  is  v^ued  ^inually  at  30  June  at  far  value  by  an 
independent  nursery.  The  valuation  is  arrived  ^ by  refererK%  to  market  evidence  of  transaction 
prices  for  similar  assets. 


7.2  Non-financia!  Information; 

Quantities  of  each  Biological  Asset; 
Trees  in  Plantation 

S LONG-TERM  RECEIVABLES 

As  at  30  June  201 1 

Debtors  Capitalised  Arrear  Services 

Total  Long-term  Receivables 


As  at  30  June  2010 

Debtors  Capitalised  Arrear  Services 

Total  Long-term  Receivables 


5,361 

Gross 

Provision  for 

Net 

Balances 

Impairment 

Balances 

R 

R 

R 

31,679,904 

- 

31,679,904 

31.679.904 

- 

31,679,904 

— 

31.679.904 

Gross 

Provision  for 

Net 

Balances 

Impairment 

Balances 

R 

R 

R 

- 

• 

- 

DEBTORS  CAPITALISED  ARREAR  SERVICES 

Arrear  amounts  on  services  capitalised  on  completion  of  a formal  agreement  tr  qion  being  hartoed  over  to  attorneys  for  cotiection. 
Tltese  arrear  amounts  are  then  paid  to  the  municipaliiy  in  monlNy  inslalirtOTts  ov^  a period  not  exceeding  60  months.  No  interest  Is 
charged  on  these  amounts  where  the  st^lalions  of  the  agreement  are  actoered  to. 

The  management  of  the  municipality  is  of  the  optoicm  that  the  carrying  value  of  Lmg-term  Receivables  recorded  at  amortised  cost  in  the 
Annual  Financial  Statements  approximate  their  fa'v  values. 

The  fair  value  of  Long-term  Receivables  was  determined  ^er  considering  the  starxJard  terms  and  conditions  of  agreements  entered  into 
between  the  municipality  and  oth^  parlies  as  well  as  the  current  paym^t  ratio's  of  the  rrujnicipality's  debtors. 


9 CONSUMER  DEPOSITS 


Electricity 

Total  Consumer  Deposits 

Guarantees  held  in  lieu  of  Elecricity  and  Water  Deposits 


1,011,638 

973,090 

1,011.638 

973.090 

Consumer  Deposits  are  paid  consumers  on  aj^ication  for  new  eiectridty  connectkms.  The  deposits  are  repaid  when  the  electricity 

connectiorrs  are  tenninated.  In  cases  w^ere  cmsumers  defaiit  Iher  accounts,  the  municipality  can  utilise  the  deposit  as  payment  for 
the  outstanding  account. 


No  interest  is  paid  on  Consuner  Deposits  hdd. 

The  management  of  the  municipality  is  of  tfie  opnion  that  the  carrying  value  of  Consuner  Deposits  approximate  their  fair  values. 


The  fair  value  of  Consumer  Deposits  was  d^^mined  ^ler  considering  the  standard  terms  and  conditions  of  agreements  entered  into 
between  the  munidpality  and  its  consuners. 
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